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These service calls vere provided without charge, regardless of the
problem encountered. Of course, these charges were not actually
provided free of charge. Rather, they were factored into the cost
of providing cable television service and reflected in the
Tallahassee systea’s pre-September 1, 1993 rates. Pursuant to the
mandate of Section 76.923, however, a cable system must now

unbundle such charges and recoup them as part of an equipment
basket charge.

The hourly service charge of $25.66 pertains to all service
calls relating to customer-owned equipment. Customer-owned wiring
and equipsent consists of internal cable wiring which Comcast
subscribers own pursuant to their subscription agreement with the
company as vell as any video components and equipment (TVs, VCRs, -
remotes, converters) vwhich the subecriber has purchased froa
others. It does not pertain to service calls required to repair or
maintain company-owned equipsent, which continues to be provided
free of charge. Customers vere apprised of the hourly service
charge by our advertisement in the local nevspaper, Tha Tallahasase
Damecrat, on August 30 and 31, 199) in accordance vith paragraphs
7 and 8 of the Commission’s July 27, 1993 Qrder preempting its own
and local notice requirements. Copies of the advertisement froam
the Democrat are enclosed for your reference.

3. cableGuarxd.

As noted above, the Commission’s rules require cable operators
to unbundle equipment and service rates. Prior to Septeamber 1,
1993 Comcast provided unlimited customer preaises visits,
regardless of the cause or source of the problem, at no additional
charge to its custemers. The eguipment/service unbundling
requirement precludes the company from continuing to subsidize the
cost of such visits in the monthly charge for cable services.
Instead, recovery of these costs is nov governed by the hourly
service charge concept set forth in 47 CPR Section 76.923. While
ve continue to service any problems vith our own equipsent vith no
charge to the customer, service calls for customer-owvned equipsent
and viring are now charged in accordance vith the hourly service
charge (HMSC).

Following the requiremaents of Section 76.923 ve determined the
number of service calls the systea made in 1992 for non-cospany
ovned equipment problems, used the HSC methodology to determine our
actual cost for providing these service calls, and divided the sum
in order to derive a per-subscriber per-month cost for servicing
subscriber equipment. This number vas unbundled and shown as a
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separate line item on the subscriber’s bill.

It seenms a great deal of confusion has arisen regarding what
cableGuard is and what it is not. CableGuard is not a charge for
a nev service. Rather it is the unbundled itesized charge for
services which all subscribers previously received as part of their
bpasic subscription fee, namely service calls for customer-owned
equipment.

Purchase of CableGuard saintains the sang level of service the
customer was receiving prior to September 1, 1993. Custoaers who
do not wish to maintain the same level of service are free to
eliminate the charge at any time or to decline the coverage in the
first instance. B8y including the charge on the bill, we have
assumed only the customer’s vish to continue receiving the zang
level of service they received prior to September 1. A pamphlet
distributed to each custoser vith their first poet-Septeaber 1 bill
explained that certain service calls wvould be charged at the HSC, ~ *
vhat CableGuard wvas and their option to reject CableGuard if they -
desired to change their current level of service. (See attached
panphlet at questions 6 and 7). As of today, 732 subscribers have
notified us that they do not vish CableGuard.'

Novhere do the Commission’s Qrdars or requlations indicate
that an operator vas to unilaterally diminish the services a
customser was receiving prior to September 1. To the contrary, if
anything, the Commission’s rules demsonstrate a bias for maintaining
a subscriber’s existing level of service, absent specitic
instructions from the subscriber to the contrary. Por instance,
customers vith converters received an unbundled equipment charge
for that converter. The company did not assume the customer no
longer wvanted the converter because there was nov a charge
associated with {t. Similarly, the Commission instructed that
existing services could be rearranged vithout the affirmative
consent of the subscriber since it wvas sensible to assume the
customer wished to continue receiving the same services he received

prior to September 1. See Iirst Report and Ordarx at § 440.

Had ve not followed this lothodolog.y, subscribers vould have
automatically become subject to the $25.66 hourly service charge
for service calls related to non-company equipment. Such a result

'We have also found that slightly more than one percent of nev
connects since September 1 have declined CableGuard.
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is not compelled by the Comumission’s rules and is not in either the
customer’s Or the company’s best interest. Let me elaborate.

Because service calls have alvays been provided without charge
regardless of the source of the problem, customers have beconme
accustomed to calling the cable company for any and all service
probleas with their television reception. As noted above, service
calls which have been routinely sade to resolve problems without a
separate charge, (such as the TV improperly tuned to the wrong
channel, VCR and TV improperly connected, problems with internal
viring and remote controls, etc.) will now be subject to the HSC.
our concern was that customsers who requested such service calls
starting September 1 would be shocked to learn that they vere
responsible for a $25.66 per hour charge. In the vorst case, this .
could lead to confrontations vith our service employees; in the °
best case, it is customer-unfriendly. -

Moreover, due to the fact that the charges for additional
outlets have been sliminated, we anticipate that there will be a
dramatic increase in the number of subsecribers making their own
connections to our service. This we expect vill be accompanied by
an increase in signal radiation due to isproperly performed
connections and/or the use of sub-standard msaterials. But
regardless of vho performs the viring, the cable operator remains
liable for any signal leakage attributable to home viring pursuant
to Section 76.801 of the Commission’s rules. The systes will
necessarily, therefore, be increasing its leakage patrolling vith
the consequence that any sub-standard. viring wvhich is installed
vill have to be removed and repaired by the coapany at the HSC
hourly rate.

By contrast, CableGuard includes free service calls for all
internal viring vhether installed by the company or not. The
CableGuard charge of $0.43 is based strictly om historical service
data and is priced at caat. Thus, any significant increase in the
number of service hours devoted to home wiring and customer
equipment vill mean CableGuard revenues vill not even recover the
costs of providing the service to the system’s subscribers.

It needs to be eaphasized that the charge for CableGuard ls
based on the Company’s litiotorical co:: for p:ovidug“ ur:;co t::
non-company owned equipsent compu as prescr
Commission. There is no mark-up. The reascnableness of the charge
is evident vhen compared to similar fees for the maintenance of
customer preaises equipment charged by the phone companies serving
the Tallahassee area. Sprint/Centel charges $8S per hour or $1 per
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month for wire maintenance protection. The RBOC serving

Tallahassee, Southern Bell, charges $46.50 for the first 1S
ainutes, $87 for an hour’s service call and $2.50 a month for wire
maintenance.

4. vYalus Pac. Starting September 1, 1993, the systes
offered its subscribers an opportunity to subscribe to four
channels on an a la carte basis. Value Pac consists of the four
channels which are listed under that heading on the attached rate
card. These channels are TNT, WTBS, The Family Channel and The
Nashville Network. The price for each of the services on a stand
alone basis is $0.33 with the exception of TNT which is priced at
$0.49 per month. "Value Pac” refers to the discounted price to
receive all four services. The price for Value Pac is 30.6S per
sonth. Subscribers were informed of the prices fox the a la carte
services and Value Pac in our August advertisements -in The
as vell as the pamphlet vhich accompanied their first t -
Septeaber 1 Dbill. The pasphlet (enclosed) alse described a
subecriber’s options to continue receiving some, all or none of the
four services (Question S). As of today, 652 subscribers have
chosen to not receive Value Pac.

Each of the services was carried on the system as part of our
expanded basic service prior to September 1, 1993 as indicated on
the attached channel lineup. Because they are nov offered on an a
la carte basis, subscribers may buy thea either alone or togather
*s Value Pac yithgut buying through any other level of service. In

ther words, a basic subsecriber who pays $8.13 nowv has access to
11 of the a la carte services. Thus, subscribers who are on a
estricted budget or wvhose vieving needs do not require the
dditional seventeen channels wvhich wve offer on our cable
rogramming services tier, have greater options than before.
Likewise, subecribers to our cable programming tier who in the past
received these four services need no longer take thea if they do
not wish to.

Tallahassee is a system vhich employs programmable and
addressable converters rather than trape for signal security. In
light of these facts, ve believed the best way to introduce a la
carte services would be with converter security. This means that
subscribers who do not wish to receive Value Pac and did not
already have a converter would have to receive one. As vith
service calls, the systea did not previously charge for converters.
They were issued free of charge to any subscriber requiring one.
As a result of the unbundling requirement contained in Section
76.923 the system now charges for converters issued to subgcribers.
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The charge is $1.04 per month. Initially, this situation resulted
in thirty-five subscribers being charged the $1.04 converter charge
wvhen they requested to not receive Value Pac. Although this
appears to be the correct application of the Commission’s
unbundlix;qtrul:. .ztttor tlils t‘;&t vas dravn to our attention, the
cospany determin o wvaive 8 equipment charge and to credi
those thirty-five subscribers who have paid it at any time oinc:
September 1. With this ainor adjustsent, there are no equipaent
charges to subscribers to receive or secure against receipt of any
of the Value Pac serxvices.

Another by-product of the nev HSC methodology is that the
systea nov has a formula-based charge for trip calls to effectuate
changes of service. In Tallahassee the charge is $19.2% per trip. _ .
The provisions of 76.980 require only a thirty-day grace period for
changes in service level follovwing a change rates. However, in
the case of ing from Value Pac to the & la carte services and
vice-versa, or dlscontinuing the Value Pac service, the systeam has
elected to extend the grace period for an indefinite time.

Your letter requested Comcast to demonstrate hov its
package of a la carte servicese meets the Commission’s requirements
specified in its : to qualify as a peranissible
unregulated package of a la carte channels. The restructuring vas
done in strict accordance with each of the requirements laid down
by the Commission in the Remart and Qrdex and the Pragze Qrdar. In
particular, it is important to note that the establishment of Value
Pac vas a revenue neutral event since it wvas priced consistent vwith
the systea’s maximum initial permitted rate. Thus, as detailed
belov, no subecriber is paying more than they would under the
Commission’s benchmarks for these services, but some subscribers
are now paying lesas.

A. Yalua Pac Meats the Commission’s Definition of an
Unceulated Service.

The Eirat Report and Ordar at paragraphs 327 and 328
states that the Commission vill not regulate collective offerings
of othervise exempt per channel offerings provided twvo conditions
are met. Those conditions are that the price for the combined
package must not exceed the sum of the individual charges for the
individual services and each service must be offered om a stand-
alone basis. Rach of the four channels other than TNT is available
on a stand-alone basis at a cost of $0.33 per month. TWT is sold
for $0.49 per month. Subscribers may purchase all four at the
collective discount price of $0.65 per month.
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The First Report and Order is quite clear that cable
operators have the ability to rearrange existing services. 1In so

ruling the Commission recognized that it would be imprudent and
burdensome to require subscribers to resubscribe simply because
services they had been receiving had been rearranged to another
level of service.

"Thus, on balance, we conclude that the consumer benefits from
giving operators the ability to diversify, improve or
otherwise modify their offerings in a tier outweighs the
slight reduction of consumer choice that would result froa
exempting such changes from the negative. option billing
requirements. We also observe that if we subjected relatively
minor tier changes to the scope of the provision, subscribers
might wvell perceive the need to resubecribe each time such a
change occurred as a burden, rather than a benefit." First

Report and Oxderx at 1440.

This sition wvas forcefully reiterated. in the Second Report and

. The rearrangement was explicitly not restricted to shifts
among regqulated tiers.’ Thus, the Commaission’s policy allows
operators to restructure requlated tier offerings and in some cases
to move channels to deregulated status.

During the rate <freeze period, such restructuring of
restructure rates and services are subject to two conditions.
First, the restructuring must not result in a change in the
fundamental nature of the tier.‘ Second, during the period that
rates are frozen, the restructuring must not result in an increase

second Report and Order at 986 and note 127.

Jeye also do not believe that anything in the Act requires us
to restrict movement of a channel to premium and deregulated

status.” rirat Report and Qrder at note 110S5.

‘({A]s Congress intended,...a change in the mix of channels in
a tier, including additions or deletions of channels, will not be
subject to the negative option billing provision, unless they
change the fundamental nature of the tier." QOrder, MM Dkt. 92-266,
FCC 93-177, 4440 (released May 3, 1991).
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in the average monthly subscriber bill.’ While the Commission has
not defined what constitutes a "fundamental change, in the nature
of a tier," we certainly believe that the shift of one out of
thirteen basic services (WIBS) and three out of twenty cable
programming services (TNT, Family Channel, Nashville Network) does
not approach the level of a fundamental change envisioned by the
Commission.® And as demonstrated by the attached rate freeze
computation form, the average subscriber bill has gone down.

C. 1Ihe _Comt of Valua Pac conforms to the Maximus
Initial Permitted JBats and Therefore Cannot
constitute a Rate Evasion.

In paragraph 451 of the Fixst Repert and Order, the
Commission generically defined a rate evasion as any. practice or - -
action which avoide the provisions of the Act, the Commission’s
rules or the policies underlying either. Among Congress’
objectives in adopting the 1992 Cable Act were to foster the
development of a la carte services since this wvould give consumers
greater personal control over the programming they received, and to
ensure reasonable rates for groupings of services, (traditionally
known as "basic®) which are not offered on a stand alone basis.
Value Pac is entirely coneistent with both of these policies and
the Commission’s rules effectuating these policies. Moreover, since
Value Pac is being offered at a rate vhich is identical to the rate
the coapany would be entitled to charge wvere the services being
offered as part of its cable programming services tier, it cannot
possibly be considered to constitute a rate evasion.

On September 30, 1992 the system’s rate for its 13
channel limited basic service vas $7.95 and the rate for its 20
channel expanded basic service vas $11.60, for a total of $19.S5S.
Preaium programming offered by the system consisted of 4 channels.
Subscribers did pgt have the option of subecribing to any of the

S"This freese does not preclude adding subscribers, retiering,
or . . . providing . . . additional equipment and services as long
as the average monthly subscriber bill for these services does not
increase . . ." Prasze Order, 8 FCC Red 2921, 2922 (1993) ("Ireeze

ordax®) .

‘Compare vith the Pirat Report and Ordar at note 1100 vhere the
Commission opined that the deletion of all existing services on a
tier would constitute a fundamental change.
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preaium services without the purchase of both basic service and
expanded basic service. Today they have the option of purchasing
8 services on a stand alone basis and basic subscribers may buy
each of them without having to buy-through a cable programming
services tier.

As of September 1, 1993, the system began to offer basic
service, consisting of 11 channels for $8.13 and cable programaing
service, consisting of 17 channels for $11.82. The discounted price
for the 4 channel Value Pac is $.65, resulting in a total
subscriber charge of $20.30 for 33 channels of service. Had
Comcast not offered its subscribers the option of purchasing the
Value Pac channels in a package or on an a la carte basis, the rate
for 33 channels of programaing (13 channels of limited basic )
service and 20 channels of cable programming service) would have oo
also been $20.30 ($8.00 for limited basic service-and $12.30 for
expanded basic service) pursuant to the Commission’s benchmarks.

- D. Mwmmmmm
$o _CONSURArs
The Commission asks that ve explain wvhy our a la carte

services present a realistic option to subscribers. The answer to
that question is a summary of that which has already been stated.

1. Zach service is offered on a stand-alone basis;

2. The price to receive the package equals the
benchmark rate the system would be permitted to
charge for the four services.

3. Basic customers are able to purchase the services
vithout buying through the cable programaing
sexrvices tier;

4. There are no impediments to purchasing the services
in the nature of transaction or equipsent fees.
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I balieve the above demonetrates that the Cabletuard and Value
Pac sezvices bring aev choices and value to subscribers vithin the
structure of the cCoammission’s regulatioms. Cartainly, that vas
our intention. As described in this lettar and confirmed by the
Rate Presse Computatien Porw, neither of these sarvices resulted in
sdditionasl revemies to the systea over and abeve wiat it wvas
receiving prior to April S, 1993. Indesd if CadbleGuard and Value
Pec had NOt been estadliched, the systen’s revenua would in total
be the sane, albeit in the form of steep heurly service charges and
marginally higher rates for our programming tiere.

I trust that you vill find this letter fully respensive to m

inquiry. Please contact se {f you require any esdditiomal
iagfozrmatien. :

cc: City of Tallahassee Cable Administrator
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ATTACKMENT

Comcast is not in violation of th '
The monthly subscriber revenues for Octobor? {SSJ.fz:t: :i‘.z.'
services and equipment have decreased from $1,099,638 ta e
s1,019,3%3. This includes the charges for nev a la cu—:.

offerings.




ATTACHMENT 4

Exhibit M - Page 24



”w e sod-(dny swmsndeg)
LA N W) SRIPPYIPR) REINPPV
0200 0100) pdde g s3ve) puw o0y sqquanddly o wpwe 5od - (SonupDy PN)
wereoe T popon 0w 8w st sewdinbs seidy, PIRQ W) PPV
06'6E (spmp pov W vevesowy
W) (3981) 3L ‘SIRmORE “SHAsg peassyang ) o ) AN My
R L] w g IR OS] MIN
0CGC (3pWD) pue Jummens g} ‘200105 posssyang) 3% PO
ASVYIWODE) iy miovgy somg
ooilvipeg g wpeny Lmp, w0y A -Rg-lag
£ WORMN AN ML st »mD
19 oL TE T oy oy WO PRy
oaiii!i o R —
00 (sYmammaLg 9An0) pPeomppy N,« sovsanny vy
MM !i““ ery wewmipdy
o — oo (W84 399w, Pve “OMAR95 prvpuers
ol 8._ UG PRIET SIPAENE) INANG PRRFANS
(Apresedag poveyomyg) 5y (ROF?4 30%) Y24 20FA
1 R 1] 3R ppITS
ONON e mn e
661  (paswbos wsta w0y 08 ) 331G 30
M adhﬁaoﬁc&aﬁ sT6l (povibas ys1a swon) o
L =R K el
v - W e w ws

— T T e




Exhibit M - Page 26

ATTACHMENT 3A




